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OATH OR AFFIRMATION

I, Paul C. Christopherson , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

, as
of December 31, ,20_06 | are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

ctassified solely as that of a customer, except as follows:

R

\
CYNFPHIA A. MARINESE \\M / \v/—\v/

ROTARY PURVIC OF WYY ey “ V Signature
Comemsl ron 71212007 -

CEQ
Sworh to and cubsonsod Title

(/;kat ﬂﬁ% 2007 | "_

Notary Public -

This report ** contains (check all applicable boxes):

il (a2) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors’ Capital,

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

(1Y An Oath or Affirmation.

(m} A copy of the SIPC Supplemental Report.

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent Auditors' report on internal accounting control
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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FRIEDMAN LLP

ACCOUNTANTS AND ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Member
New Vernon Securities, L.L.C.

We have audited the accompanying statement of financial condition of New Vernon Securities, L.L.C. as of
December 31, 2006 and the related statements of operations, changes in member’s equity, and cash flows for
the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Thoese standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements and assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of New Vemnon Securities, L.L.C. as of December 31, 2006 and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 under
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Faedovmn L1.C

February 9, 2007

100 EAGLE ROCK AVENUE, EAST HANOVER, NJ 07936 T 973.922.3600 F 973.928.3501 WWW.FRIEDMANLL P.COM \%DFK
GFFICES IN NEW YORK LONG ISLAND AND NEW JERSEY AND A MEMBER GF DFK WITH AFFILIATES WORLDWIDE \bx.-..........\




NEW VERNON SECURITIES, L.L.C.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

Assets

Cash and cash equivalents 8,845
Deposit — clearing agent 500,000
Commission receivable from clearing agents 25,692
Deposits - other 360
534,897

Liabilities and Member's Equity
Accounts payable to non-customers 14,429
Due to parent 44,160
58,589
Member's equity 476,308
593,486

See notes to financial statements.




NEW VERNON SECURITIES, L.L.C.

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2006

Revenues
Institutional commissions, net of clearing agent fees $ 702,291
Expenses
Management fees — Parent 996,882
Professional fees 35,859
Regulatory fees and costs 11,799
Brokerage and trading fees 73,994
Quotation expense 7,484
Insurance 981
Other expenses 1,852
1,128,851
(426,560)
Other income
Realized gain on sale of security 2,010
Interest income 21,147
23,157
Net loss (403,403)

See notes to financial statements




NEW VERNON SECURITIES, L.L.C.
STATEMENT OF CHANGES IN MEMBER’S EQUITY

YEAR ENDED DECEMBER 31, 2006

Balance, January 1, 2006 $ 879,711
Net loss (403,403)
Balance, December 31, 2006 $ 476,308

See notes to financial statements.,




NEW VERNON SECURITIES, L.L.C.
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities

Net loss $(403,403)
Adjustments to reconcile net income to net cash
used in operating activities
Changes in assets and liabilities
Commission receivable from clearing agents 76,684
Deposits - other 1,800
Accounts payable to non-customers (9,759)
Net cash used in operating activities (334,678)
Cash flows from financing activities
Due from/to parent 268,382
Net cash provided by financing activities 268,382
Net decrease in cash (66,296)
Cash and cash equivalents, beginning of year 75,141
Cash and cash equivalents, end of year $ 8,845

See notes to financial statements.




NEW VERNON SECURITIES, L.L.C.

NOTES TO FINANCIAL STATEMENTS

1 - ORGANIZATION AND NATURE OF OPERATIONS

New Vernon Securities, L.L.C. ("NVS"), a single member limited liability company, was organized on
October 21, 1997 in the state of New Jersey and began operations during 1998. NVS is a broker-dealer
registered with the Securities and Exchange Commission and the State of New Jersey, and is a member
of the National Association of Securities Dealers, Inc. ("NASD").

NVS serves as an introducing broker on behalf of institutional clients of its affiliated investment advisor
and parent, New Vernon Associates, Inc. ("NVA"), which owns 100% of NVS. NVS works with
NVA's clients utilizing various brokers and dealers to execute securities transactions recommended by
NVA. As an introducing broker, NVS receives fees and/or commissions from broker-dealers who
execute trades for introduced customers. NVS is also utilized by NVA to distribute proprietary
research reports and analyses prepared by NVA to clients and executing broker-dealers and receives
commissions from such executing broker-dealers for trades resulting from such research. NVS also
executes trades on an agency basis for its institutional clients.

NVS does not carry security accounts for customers, execute trades, or perform custodial functions
relating to customer securities and, accordingly, is exempt from the provisions of the Securities and
Exchange Commission Rule 15¢3-3.

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Concentrations of Credit Risk for Cash
NVS places its cash with a financial institution that have offices located in New Jersey. Balances are
insured by the Federal Deposit Insurance Corporation for up to $100,000.

Cash and Cash Equivalents
For purposes of the statement of cash flows, NVS considers money market accounts to be cash
equivalents.

Commission Receivable from Clearing Agents

Commission receivable from NVS’s clearing agents for securities transactions that have not reached
their contractual settlement date are recorded net of the amounts owed to the clearing agents on the
statement of financial condition.

(Continued)




NEW VERNON SECURITIES, L.L.C.

NOTES TO FINANCIAL STATEMENTS

2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Member Equity

In accordance with the operating agreement, the member has made an initial capital contribution to
NVS in cash. No additional capital contributions shall be required of the member unless required 1o
maintain minimum net capital requirements. No interest shall be due from NVS on any capital
contribution from the member. Net income and net losses in respect of each fiscal year of NVS shall be
allocated to the member. The member shall have no liability or obligation for any debts, liabilities or
obligations of NVS beyond the member’s respective capital contribution.

Revenues

Institutional commission revenue is recorded on a trade-date basis as securities transactions occur for
one of the NVS’s clearing brokers. The commission revenue is recorded on a settlement date basis for
the other clearing brokers.

Income Taxes

NVS is organized as a limited liability company (“LLC”) whereby the member accounts for NVS’s
eamnings, losses, deductions and credits on its corporate income tax retums. Accordingly, these
statements do not include a provision for Federal and state income taxes.

3 - AGREEMENTS WITH CLEARING AGENTS

NVS has entered into agreements with various clearing agents who carry the cash and margin accounts
and clear transactions for NVS's customers. NVS determines the amount of the commissions to be
charged by the clearing agents to NV8's customers. These commissions are collected by the clearing
agents who remit all collections to NVS after deducting their own fees. The total fees deducted by the
clearing agents during 2006 were approximately $67,000 The agreements may be terminated by either
party without cause ranging from thirty to ninety days written notice depending on the clearing broker.

One of the clearing agents required NVS to establish an escrow deposit of $500,000.

4 - RELATED PARTY TRANSACTIONS

A management agreement provides for management fees based on an allocation of expenses paid for by
NVA on behalf of NVS. During 2006, NVS incurred management fees to NVA of $996,882,

Management of NVS has established a policy of distributing cash at its discretion to NVA as long as
such distributions do not bring NVS below its required capital.




NEW VERNON SECURITIES, L.L.C.

NOTES TO FINANCIAL STATEMENTS

5- REGULATORY REQUIREMENTS

NVS is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢31),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of December 31, 2006, NVS
had net capital of $475,948 as defined in Rule 15¢3-1, which was $375,948 in excess of its required net
capital of $100,000. NVS’s net capital ratio was .12 to 1.

6 - CUSTOMERS/CLEARING AGENTS

During 2006, NVS received 100% of its institutional commission revenues from its customers through
three clearing agents.




SUPPLEMENTARY INFORMATION

Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934

As of December 31, 2006




SCHEDULE ]
NEW VERNON SECURITIES, L.L.C.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2006

Computation of net capital
Total member’s equity $ 476,308
Deductions and/or charges '
Non-allowable assets
Deposits - other (360)

Net capital before haircuts 475,948

Haircut on proprietary positions and commitments
2% haircut of cash in money market funds --

Net capital 3 475,948

Computation of aggregate indebtedness

Accounts payable and other liabilities includable in aggregate indebtedness $ 58,589

Aggregate indebtedness $ 58,589

Computation of basic net capital requirement

Minimum net capital required (6 2/3% of aggregate indebtedness) $ 3,906

Minimum dollar requirement 100,000

Net capital requirement (greater of minimum net capital or dollar requirement) 100,000
Excess net capital $ 375,948
Excess net capital at 1000 percent $ 470,089
Ratio: aggregate indebtedness to net capital : A2to 1

Reconciliation with Company’s computation (included in Part 11 of
Form X-17A-3 as of December 31, 2006)
Net capital, as reported in Company’s Part Il (unaudited) Focus report as amended. $ 475948
Increases (decreases) resulting from December 31, 2006
audit adjustments, net --

Net capital, as included in this report $ 475,948
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
STRUCTUE REQUIRED BY RULE 17a-5 OF THE SECURITIES
AND EXCHANGE COMMISSION

To the Member
New Vernon Securities, L.L.C.

In planning and performing our audit of the financial statements of New Vernon Securities, L.L.C.
(the "Company"), as of and for the year ended December 31, 2006, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's internal
control over financial reporting (internal control) as a basis for designing our audit procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company's internal control

Also, as required by Rule 17a-5 (g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rufe 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-
3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in any
of the following:

!. Making quarterly securitics examinations, counts, verifications, and comparisons and recordation
of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of controls, and of the practices and procedures referred to in the preceding
paragraph, and to assess whether those practices and procedures can be expected to achieve the
SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition, and that transactions are executed in accordance with managements authorization and
recorded properly to permit the preparation of financial statements in conformity with generally
accepted accounting principles. Rulel7a-5 (g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future




periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelithood that a material misstatement of the financial statements will
not be prevented or detected by the entity's internal control.

QOur consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities
for safeguarding securities that we consider to be material weaknesses, as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices
and procedures, as described in the second paragraph of this report, were adequate at December 31,
2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, National
Association of Securities Dealers, Inc. and other regulatory agencies that rely on rule 17a-5 (g) under

the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

;M LLP

Certified Public Accountants

East Hanover, New Jersey
February 9, 2007
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